ANNUAL REPORT BIG FIVE FALSEBAY MUNICIPALITY '2008/09 


The status quo of the water situation in the rural areas is likely to be very similar to the time that the 
census was undertaken in 2001, as no actual connections have been made since then (although 
much progress has been made). 

2.1.3. Service Delivery Backlog- Refuse Removal 

Most of the residents within the Municipality live in rural areas. This leads to refuse removal not 
being rendered to the majority of the residents. 

Progress 

The Municipality is currently servicing the town with about 1300 households in the system. Another 
problem has been the fact that the Municipality has been using an unlicensed dump site. During the 
year a study was conducted to identify a new site and to develop a business plan for the 
rehabilitation of an existing site. 

In the new financial year an amount of R 100,000 will be raised to complete the process. 

2.1.4. Service Delivery Backlog- Roads and Storm water 

The Big 5 False Bay area is essentially well-serviced by roads. The roads network in Big 5 False Bay 
services several different land uses and settlements (see Map 5), including the town Hluhluwe, 
agricultural farms, game reserves and lodges, rural areas and provides a linkage to Sodwana Bay 
(outside of the municipal area and to the north). 

Many of the roads that service the farms, reserves and rural areas are unpaved dirt tracks. While the 
possible upgrading and maintenance of farm access road largely rests with farmers, the rural wards 
have less control over the main access roads. The upgrading of the road surface, as well as provision 
of various types of infrastructure such as bridges and traffic calming devices require further more 
detailed analysis. 

Another significant road network in the municipality is in Hluhluwe town. Recent upgrades to the 
main street have made significant differences to the traffic flows and access to the retail and other 
facilities. Further investigation and study needs to evaluate the appropriateness of the one-way 
portions of the streets and the management of informal trade in the road reserve. 

2.2. Strides made in the Local Economic Development 

A Local Economic Development analysis was conducted during the financial year. The following key 
issues transpired; 

• 48% of the households earn between R4901 and R19200 a year (between R408 and R1600 
per month) 

• Unemployment is approximately 68% but this is typical of other local municipalities 
(DBSA - broad definition) 

• Big 5 False Bay has the smallest labour force in Umkhanyakude 

• The most significant economic activities, statistically are: 
o Agriculture, forestry & fishing 

o General government and personal services 
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o Transport, storage and communication 
o Specifically pineapple farming, forestry and tourism 


2.3. Revenue Collection 

Whereas a total amount of debtors outstanding has reduced by R 600,000 the consumer debtors 
outstanding have increased by 63% from R 1,66 million to R 2,71 million. This is a very poor 
showing on revenue collection. This area will have to be critically addressed during the ensuing 
financial year. 

As indicated by the Municipal Manager above serious progress was made on the service delivery 
scene, serious concerns have been raised by the Auditor General and the financial position of the 
Municipality. 
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CHAPTER 3: HUMAN RESOURCE AND OTHER ORGANIZATIONAL 
MANAGEMENT 

BY DIRECTOR CORPORATE SERVICES 


The Municipality has established an Organizational structure suitable for the allocated powers and 
functions and commensurate with the available financial resources. For the entire structure job 
descriptions have been developed and submitted to the Job evaluation committee. 

3.1. Staff structure 

For the Municipality to be able to provide services effectively it requires strong and effective warm 
bodies to do the actual work. 

Including the councillors the Municipality during the 2008/09 financial year had a total of 42 staff 
members. The even though the gender parity (at 25%) senior level still needs some attention the 
Municipality has been able to achieve the objective set by the Employment Equity Plan of 40% 
women. The race parity is also a true reflection of the Municipality's demographics: 

The staff may be categorised as follows; 
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3.2. Skills and training 

In line with its strategic objectives set out in the Integrated Development Plan the 
municipality is always committed to the continuous skills development to enhance the 
Municipality's ability to provide services. 

On an annual basis a skills audit is conducted and a Skills Development Plan prepared and submitted. 
The SDP was submitted in time to the Department of Labour. Over and above the amount budgeted 
for training; an amount is also set aside for the staff bursary scheme. During 2008/09 training was 
provided both through direct skills development programs and through the municipal 
bursary scheme program. Substantial amount was spent on training programs for both 
councillors and staff. 


3.4. Arrears owed to the Municipality by staff and councillors 

Upon assessment of the council's accounts, no amount was found to be in arrears by both 
councillors and staff members. 
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CHAPTER 4: AUDITED ANNUAL FINANCIAL STATEMENTS , AUDIT 
REPORT AND ACTION PLAN 

BY THE ACTING CHIEF FINANCIAL OFFICER 


4.1. Report by the Acting Chief Financial Officer 
GENERAL REVIEW 


For the period under review, the Council budgeted correct this period with expenditure equals to the total 
income expected to be received. 


OPERATING RESULTS 

Details of the results per department, classification and object of expenditure are included in appendices D and 
E. The applicable statistics are shown in appendix F. The overall operating results for the year ended 
30 June 2009 are as follows : 


INCOME 

Actual 

2007/08 

R 

Actual 

2008/09 

R 

Variance 
Actual 07/08 
VS 

Actual 08/09 

% 

Budget 

2008/09 

R 

Variance 

Actual/ 

Budget 

% 

Operating Income for the Year 

9 737 125 

13 937 059 

43.13% 

B 

-45.52% 


9 737 125 

13 937 059 

43.13% 

20 280 
600 

-45.52% 

EXPENDITURE 






Operating Expenditure 

14 705 051 

20 008 075 

36.06% 

20 280 

600 

-1.36% 

(Deficit)/ Surplus at year end 

(4 967 926) 


22.20% 

- 
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Variance 


Variance 


Actual 

Actual 

Actual 

Budget 

Actual/ 


2007/08 

2008/09 

Increase/ 

2008/09 

Budget 




Decrease 




R 

R 

% 

R 

% 

Income 

9 737 125 

13 937 059 

43.13% 

20 280 

600 

45.52 

Expenditure 

14 705 051 

20 008 075 

36.06% 

20 280 

600 

1.36 

(Deficit) / Surplus 





- 100.00 







Surplus (Deficit) as % of Total 

Income 

- 51 . 02 % 

- 43 . 56 % 

- 14 . 62 % 








========= 


CAPITAL EXPENDITURE AND FINANCING 

The following expenditure was financed from Municipal Infrastructure Grant 
Phumlani Community Hall 
Makhasa Creche 


INVESTMENTS AND CASH 

Investments amounted to R3 737 766 at 30 June 2009. 

The favourable bank balances at 30 June 2009 amounted to R1 1 1 1 50 . 

More information regarding investments is disclosed in notes to the annual financial statements. 

FUNDS AND RESERVES 

There were unspent grants at 30 June 2008. There were also new grants received during the financial period. 

More information regarding funds and reserves is disclosed in appendix A of the annual 
financial statements. 


Page 20 















ANNUAL REPORT BIG FIVE FALSEBAY MUNICIPALITY '2008/09 


POST-BALANCE SHEET EVENTS 

The municipality has started the conversion process to report according to GRAP standards in 2009/2010 


GENERAL 

As one of the roles of CFO as delegated by an Accounting Officer in terms of Section 81 of the 
MFMA is to implement supply chain management system, I will reinforce the application 
of the system for maximum spending of unspent grants for the sake of improving financial 
management systems and control procedures of this municipality' for better reporting at the end 
of 2008/09 financial year. 

EXPRESSION OF APPRECIATION 

I am grateful to the Mayor, Councillors, the Municipal Manager and Heads of Departments for their 
support during the past year. 
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4.2 Annual Financial Statements 
ACCOUNTING POLICIES 
BASIS OF PRESENTATION 

These Financial Statements have been prepared so as to conform to the standards laid down by 
the Institute of the Institute of Municipal Treasurers and Accountants in its Code of Practice (1992) 
and the Report on the Standardization of the Financial Statement of Local Authorities (4th Edition, as 
amended). 

The Financial Statements are prepared on the historical cost basis, adjusted for capital 
expenditure as more fully detailed in paragraph three below. 

The Financial Statements are prepared on the accrual basis as stated : 

-Income is accrued when collectable and measurable. Certain direct Income is accrued when 
received, such as traffic fines and certain licences. 

- Expenditure is accrued in the year that it is incurred. 

CONSOLIDATION 

The balance sheet includes General Services, and the various funds, reserves and provisions. 


FIXED ASSETS 

Fixed Assets is stated : 

- at historical cost, or 

- at valuation (based on market price at date of acquisition), where assets have been 
acquired by grants & donations 

- while in existence or fit for use. 

Depreciation 

Fixed Assets are not depreciated although the amount of "Loans Redeemed and Other Capital 
Receipts" in the notes to the balance sheet is tantamount to the provision for depreciation. 

All net proceeds from the sale of vacant fixed property are credited to the Public Improvement Fund. 
Net proceeds from the sale of all other assets are credited to the Capital Development Fund. 

Capital assets are financed from different sources, including external loans, operating income, 
endowments and internal advances. These loans and advances are repaid within the estimated life 
of the assets acquired from such loans or advances. Interest is charged to the service at the ruling 
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interest rate applicable at the time that the advance is made. 

Capital equipment acquired by way of finance lease is brought into accounting records as fixed 
assets which have long been financed by long-term liabilities 

Assets are written off the express and prior approval of the Council only. 


FUNDS AND RESERVES 
Capital Development Fund 

The Natal Ordinance No. 25 of 1974, Section 103(9), requires a minimum contribution of 3 percent 
of the defined income of a municipality, in this case rounded off to the nearest ten Rand. The fund is 
used ti finance capital expenditure, and the surplus funds are invested. 

Public Improvement Fund 

The Public Improvement Fund provides funding for future township development. All development 
costs as defined in section 103 (3) (d) of the Local Government Ordinance, Natal, No 25 of 1974, 
debited against the fund. All proceeds from the sale of developed land are credited as income to the 
fund, the Fund is used to finance capital expenditure, and the surplus funds are invested. There is, 
however, a proviso as to what type of asset may be funded from this fund. 

Working Capital 

Appropriations are made as and when required from operating expenditure to the working capital 
account 

Equitable Share 

The Equitable Share is funds received from the Department of Local Government allocated to assist 
in the funding of the operating expenditure and to subsidise a portion of the delivery of free basic 
services. . 

INVESTMENTS 

Investments are shown at the lower of cost or market value if a permanent decline in the value 
occurred, and are invested in securities as prescribed by section 125 of the Local Authorities 
Ordinace, 1974 (Ordinance No. 25 of and section 10G(9) of the Local Government Transaction Act, 
1993 (Act No. 209 of 1993). 

RETIREMENT BENEFITS 

All employees, with the exception of the contract employees, contribute to the Natal Joint Municipal 
Pension Funds. A full actuarial valuation is conducted by the funds actuaries every three years. 
These funds are presently in a stable financial position. The last acturia! valuation was on 31 March 
2008. The retirement benefit plan is subject to the rules and regulations prescribed by the Local 
Government Superannuation Ordinace, 1973 (Ordinance No. 24 of 1973) and in accordance with the 
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requirements of the Pensions Fund Act, 1956. Current contributions are charged against operating 
income on the basis of current service costs. 

PROVISIONS 

Certain provisions and reserves have been established where required, or considered necessary, and 
these include - 

Bad Debts Provision - provision for bad debts is made when the recovery of debts appears doubtful. 
Leave Pay Provision - provision for leave is the value of all leave due and payable to employees as at 
30 June of each year. 

INCOME RECOGNITION 

Assessment rates are levied on land and buildings and are billed both monthly and annually. Services 
are billed monthly. Any other income is by direct payment prior to service being rendered. 

LEASED ASSETS 

Fixed assets held under finance leases are capitalised. Such are effectively amortised over the term 
of the lease agreement. All other leases are treated as operating leases and the relevant rentals are 
charged in the operating account in a systematic manner relating to the period of use of the assets 
concerned. 
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BIG 5 FALSE BAY MUNICIPALITY 

BALANCE SHEET AS AT 30 JUNE 2009 

Note 2009 2008 

R R 


CAPITAL EMPLOYED 


FUNDS & RESERVES 


11,184,484 

11,691,579 

Statutory Funds 

1 

4,112,515 

4,112,515 

Reserves 

2 

6,856,969 

7,364,064 

Trust Funds 

3 

215,000 

215,000 

ACCUMULATED DEFICIT 

15 

(8,434,147) 

(2,010,035) 

LONG TERM LIABILITIES 


0 

(2) 



2,750,337 

9,681,546 

EMPLOYMENT OF CAPITAL 




FIXED ASSETS 

4 

0 

3,896,813 

LONG TERM DEBTORS 

6 

23,871 

23,871 



23,871 

3,920,684 

NET CURRENT ASSETS 


2,726,466 

5,760,862 

Current Assets 


5,623,306 

7,357.478 

Debtors 

7 

1,763,631 

3,050,072 

Bank & Cash 

10 

121,909 

4,484 

Short Term Portion of Long Term Debtors 

6 

0 

0 

Short Term Investments 

5 

3,737,766 

4,302,922 

Current Liabilities 


2,896,840 

1,596,616 

Provisions 

8 

188,110 

163,999 

Bank overdraft 

10 

0 

146,596 

Creditors 

9 

2,708,730 

1,286,021 



2,750,337 

9,681,546 
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BIG 5 FALSE BAY MUNICIPALITY 

CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2009 



NOTE 

2009 

2008 



R 

R 

CASH RETAINED/(UTILISED) FROM OPERATING ACTIVITIES: 

3,552,998 

(4,852,131) 

Cash (utilised in) / generated by operations 

16 

(19,834,273) 


3,118,422 


Interest earned 


1,019,749 


610,120 


Decrease / (Increase) in working capital 

17 

1,937,498 


(3,200,042) 



(16,877,026) 


528,500 


less - External interest paid 


(3,632) 




Cash (utilised) available from operations 


(16,880,658) 


528,500 


Cash contributions from the Public and State 


20,433,656 


(5,380,631) 


Net proceeds on disposal of fixed assets 


- 


- 


CASH UTILISED IN INVESTING ACTIVITIES 




Investment in Fixed Assets 

4 

(3,854,132) 

(256,449) 

NET CASH FLOW 


(301,134) 


(4,595,682) 

CASH EFFECTS OF FINANCING ACTIVITIES : 




(Decrease)/ Increase in long term liabilities 

18 

- 

8,359,486 

Decrease/(lncrease) in investments 

20 

565,156 

(3,759,576) 

(Increase)/ Decrease in cash 

21 

(264,022) 

(4.229). 

Net cash (generated) / utilised 


301,134 

4,595,681 
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BIG 5 FALSE BAY MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS AS AT 30 JUNE 2009 

2009 2008 

R R 


Statutory Funds 

Public Improvement Fund 

2,690,881 

2,-690,881 

Capital Development Fund 

1,421,634 

1,421,634 

Housing Development Account 

4,112,515 

4,112,515 

Reserves 

Working Capital Reserve 

0 

480,601 

Corridor Development Reserve 

1,951,639 

- 

MIG Reserves 

1,892,750 

- 

IDP Grant 

0 

267,234 

Municipal capacity grant 

0 

301,162 

Perfomance Management Grant 

0 

209,648 

Land Use Management Systems 

10,353 

39,489 

GIS Grant 

0 

98,151 

Finance management grant 

360,798 

755,141 

Develop Admin Capacity 

0 

100,000 

MAP 

1 ,527,066 

616,513 

Grant grater 

192,230 

0 

Spatial Development Makasa 

0 

14,667 

MSIG 

224,555 

1,466,154 

Mun Val roll/property rates 

268,906 

251,110 

MFMA 

0 

1 00,000 

Project Consolidate 

1,104 

4,210 

GIS dev. support grant 

52,436 

200,000 

Grants Interest 

0 

1 ,253,355 

Grants VAT 

0 

849,597 

Grant Water Retic/Sewer Ponds 

132 

499.93 

Proj. cons - Public participation 


172,687 

PR Con.Org Str & HR Systems 

0 

136,995 

Good Gov. Org Structure & HR Systems 

0 

46,850 

Sports and recreation grant 

375,000 


(Refer to appendix A for more details) 

S, 856,969 

7,364,064 

Trust Funds 

Estate late: P Mtshali 

215,000 

215,000 

» "» i r J -r -rra 
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